
Course Syllabus 

 

Title of the course Business Valuation 

Title of the Academic 

Programme  
Master’s programme, “Finance” 

Type of the course  Elective  

Prerequisites The discipline “Business Evaluation” is a study program for 

Master students, which is based on the knowledge gained by students, 

from the following courses: “Management Accounting”, “Investment 

Analysis”, “Financial Management”, “Corporate Finance” “Mergers and 

Acquisitions”. 

ECTS workload 4 

Total indicative study 

hours 

Directed Study Self-directed study  Total 

40 112 152 

Course Overview Corporate valuation is the process of determining the worth of a 

firm. In order to evaluate new projects, consider mergers and 

acquisitions, make strategic decisions, or make decisions about investing 

in the company, the financial analyst must understand the factors that 

drive corporate value. The purpose of this course is to give you a good 

and practical understanding of basic and more advanced techniques used 

to measure the worth of the company and its investments. The course 

starts with a discussion of the general framework for valuing corporations 

in the context of the global post-crisis economy, and we give an overview 

of the valuation methods and models that are applied in practice. 

In course how industries and companies can be analyzed in a 

competitive framework will be explained. Further, how corporations can 

be valued using models based upon projections of earnings and cash 

flows will be explained. We look “dividend discount models” as well as 

“free cash flow” models, where future cash flows and enterprise value are 

modeled on more explicit assumptions about firms’ “value drivers”. We 

also describe and calculate alternative measures of residual earnings and 

discuss the use of “residual income” models, including the widely used 

EVA™ model. Finally, how various valuation techniques can be put to 

work in merger, acquisition, restructuring or divesture situations will be 

showed. 

Topics include valuation techniques and their application, capital 

markets and cost of capital; and project appraisal methods and their 

application. 

Intended Learning 

Outcomes (ILO) 

• In accordance with the stated purpose of the course, focus on the 

following learning objectives: 

• - To know the essence of the economic, organizational and social 

changes that occur in domestic companies with a shift of emphasis 

from production to marketing principles of planning and management; 

• - Be able to build a model of financial management, based on a 

system covering all aspects of the activities of a modern company with 

the release levels and planning horizon (e.g. using KPI); 

• - Explore the possibilities of software for creating and using the 

valuation; 

• - Gain knowledge and skills in order to make management decisions 

in this area.  



• - Know and be able to use special terminology of financial strategic 

management. 

Teaching and Learning 

Methods 

 

Content and Structure of the Course 

№ Topic / Course Chapter Total 

 

Directed 

Study 

Self-

directed 

Study 
Lectures Tutorials 

1 Framework for Corporate 

Valuation 

14 2 2 10 

2 Discounted Cash Flow Models 14 2 2 10 

3 Value Creation Company 14 2 2 10 

4 The scheme valuation 14 2 2 10 

5 Evaluation of continuing value 14 2 2 10 

6 Methods of assessing and 

managing the cost of the company 

based on the concept of economic 

profit 

14 2 2 10 

7 Real options valuation 14 2 2 10 

8 Comparative Valuation 14 2 2 10 

9 The cost approach to business 

valuation 

12 1 1 10 

10 Evaluation of foreign operations/ 

banking/ insurance company 

12 1 1 10 

11 Practice in companies valuation 16 2 2 12 

Total study hours 152 20 20 112 

Indicative 

Assessment Methods and 

Strategy  

The algorithm of the final grade forming 

The final grade is the weighted grade that is calculated as follows: 

GF = 0.4*GSA+ 0,6GFT, 

Where: 

GSA is the assessment of students’ activities; 

GFT is the grade for the final written examination. 

GSA=0.4*current activities (quiz)+ 0.2* class work+0.4* the grade for the 

homework 

All the grades are measured by 10-grades scale, where: 

0-3 is “failed” 

4-5 is “satisfactory” 

6-7 is “good” 

8-10 is “excellent” 

The final grade is rounded by arithmetic rules. 

 

Readings / 

Indicative Learning 

Resources 

Mandatory  

1. Hitchner J.R., Financial Valuation: Applications and Models, 

3rd  edition, John Wiley&Sons, 2011, (hse electronic library «ebrary») 

2. Damodaran A., Investment Valuation: Tools and Techniques 

for Determining the Value of any Asset, 3rd edition, John 



Wiley&Sons, 2012, (hse electronic library «Books 24x7») 

3. Copeland T., Koller T., Murrin J., Valuation: measuring and 

managing the value of companies, Third edition, John Wiley&Sons, 

2000, (hse electronic library «Books 24x7»)  

 

Optional 

1. Brealey-Myers. (2003). Principles of corporate finance. Boston; 

Toronto; London Irwin/McGraw-Hill,  1071 с.  

2. Ross, S.A., Westerfield, R.W., Jaffe, J. (2012). Corporate Finance. 

10th Edition. McGraw-Hill/Irwin.  

3. Higgins, R.S. (2011). Analysis for Financial Management. 10th 

Edition. McGraw-Hill/Irwin 

 

Indicative Self- Study 

Strategies 
Type +/– Hours 

Reading for seminars / tutorials (lecture 

materials, mandatory and optional resources) 

+ 24 

Assignments for seminars / tutorials / labs + 24 

E-learning / distance learning (MOOC / 

LMS) 

  

Fieldwork + 24 

Project work + 24 

Other (please specify)   

Preparation for the exam + 24 

Academic Support for the 

Course 

Academic support for the course is provided via LMS, where students 

can find: guidelines and recommendations for doing the course; guidelines and 

recommendations for self-study; samples of assessment materials 

Facilities, 

Equipment and Software 

(If required) 

Course Instructor Varvara Nazarova, associate professor, candidate of economics, 

vnazarova@hse.ru  

 

 

Annex 1. Course Content 

 

Framework for Corporate 

Valuation 
 The concept and essence of valuation 

 Subjects and objects of valuation  

 Specificity of business as an object of evaluation 

 Valuation objectives and types of value 

 Factors affecting the value of business 

 Principles of business valuation 

 Approaches and methods used for business valuation 

 The evaluation process 

 Features of business valuation in the course of crisis 

management 

Discounted Cash Flow Models  The method of discounting cash flows 

 The method of capitalization of income (profit) 

Value Creation Company  Target settings and standards.  

 Corporate portfolio management. Study of cost factors.  

mailto:vnazarova@hse.ru


 Develop a strategy for creating value for business 

units.  

 Regulatory control of performance. 

 Forecasting of future cost: parameters, evaluation 

criteria, methodic shortcomings, evaluation of two-

stage models 

 Determination of the duration and degree of detail of 

the forecast. Identification of strategic prospects for the 

company.  

 Development of scenarios.  

 Actual data as a guide for forecasting. 

The scheme valuation  Capital Cost Estimate: WACC model, criteria, 

parameter estimation 

 "Weighing" the market value.  

 Estimation of alternative costs.  

 Financing from own and borrowed capital. 

Evaluation of continuing value  Evaluation of the prolonged cost: parameters, 

evaluation criteria, methodological shortcomings, 

evaluation of two-stage models 

 Problems with interpretation of the extended cost. 

Extended value formulas.  

 Estimation of variables for calculating the extended 

value. 

 Non-standard methods for estimating the extended 

cost 

Methods of assessing and managing 

the cost of the company based on the 

concept of economic profit 

 Methods of valuation and management of company 

value, based on the concept of economic profit 

 The concept of cost management. Factors and cost 

indicators 

 The essence and application of the economic added 

value (EVA) 

 The essence and application of the share value-added 

ratio (SVA) 

Real options valuation  Entrepreneurial Opportunities as Real Options 

 The place of the real options method in the system of 

approaches and methods of business valuation 

 The main types of real options 

 Determining the price of a financial option 

 Application of the ROV-method in business valuation 

 Advantages and disadvantages of the optional method 

Comparative Valuation  General characteristic of the comparative approach 

 Basic principles of selection of analogical companies 

 Characteristics of price multipliers 

 Formation of the total value of the cost 

 The application of mathematical methods in the 

comparative approach 

 Use of income multipliers to assess loss-making and 

growing companies 



The cost approach to business 

valuation 
 Determination of the reasonable market value of the 

immovable property of the enterprise 

 Assessment of the market value of machinery and 

equipment 

 Valuation of intangible assets 

 Estimation of the market value of financial investments 

Evaluation of foreign operations/ 

banking/ insurance company 
 features of the assessment 

 evaluation practice 

 choice of assessment methods 

 calculation of cost parameters 

Practice in companies valuation  Principles of evaluation 

 Choice of methodology and method 

 Analysis of the current market structure 

 Choice of parameters, rates, period 

 Calculation. derivation of the final report at cost 

 Consideration of the possibility of applying the method 

 Practical example of calculation 

 

 

 

 

 

Assessment Methods and Criteria 

 

Assessment Methods  
 

Types of Assessment Forms of Assessment Modules 

 1 2 3 4 

Formative Assessment 

 

Test 

 * 

  

Project  *   

In-class Participation * *   

Other (write appropriate 

control forms for the 

course) 

    

Interim Assessment 

(if required) 

Assignment (e.g. written 

assignment) 
 * 

  

Summative Assessment Exam  *    

 

Assessment Criteria 

 

In-class Participation 

 

Grades Assessment Criteria 

«Excellent» (8-10) A critical analysis which demonstrates original thinking and shows strong 

evidence of preparatory research and broad background knowledge.  

«Good» (6-7) Shows strong evidence of preparatory research and broad background 

knowledge. Excellent oral expression.  

«Satisfactory» (4-5) Satisfactory overall, showing a fair knowledge of the topic, a reasonable 



 standard of expression. Some hesitation in answering follow-up questions and/or 

gives incomplete or partly irrelevant answers. 

«Fail» (0-2) Limited evidence of relevant knowledge and an attempt to address the 

topic.  Unable to offer relevant information or opinion in answer to follow-up 

questions.  

 

Project Work  

 

Grades Assessment Criteria 

«Excellent» (8-10) 

 

 

A well-structured, analytical presentation of project work. Shows strong 

evidence and broad background knowledge. In a group presentation all members 

contribute equally and each contribution builds on the previous one clearly; 

Answers to follow-up questions reveal a good range and depth of knowledge 

beyond that covered in the presentation and show confidence in discussion. 

«Good» (6-7) 

 

 

Clearly organized analysis, showing evidence of a good overall knowledge 

of the topic. The presenter of the project work highlights key points and responds 

to follow up questions appropriately. In group presentations there is evidence that 

the group has met to discuss the topic and is presenting the results of that 

discussion, in an order previously agreed. 

«Satisfactory» (4-5) 

 

 

Takes a very basic approach to the topic, using broadly appropriate material 

but lacking focus. The presentation of project work is largely unstructured, and 

some points are irrelevant to the topic. Knowledge of the topic is limited and there 

may be evidence of basic misunderstanding. In a group presentation, most of the 

work is done by one or two students and the individual contributions do not add 

up. 

«Fail» (0-2) Fails to demonstrate any appropriate knowledge. 

 

Written Assignments (Essay, Test/Quiz, Written Exam, etc.) 

 

Grades Assessment Criteria 

«Excellent» (8-10) 

 

Has a clear argument, which addresses the topic and responds effectively to 

all aspects of the task. Fully satisfies all the requirements of the task; rare minor 

errors occur;  

«Good» (6-7) Responds to most aspects of the topic with a clear, explicit argument. 

Covers the requirements of the task; may produce occasional errors. 

«Satisfactory» (4-5) 

 

 

Generally addresses the task; the format may be inappropriate in places; 

display little evidence of (depending on the assignment): independent thought and 

critical judgement include a partial superficial coverage of the key issues, lack 

critical analysis, may make frequent errors. 

«Fail» (0-2) Fails to demonstrate any appropriate knowledge. 

 

 

Examples of current control 

1. You have been asked to estimate the cost of capital for Baklak Stores, a firm that generates all of its 

revenues in Thailand. You are supplied with the following additional information: 

• The average beta for specialty retailers in South East Asia is 1.20, and the average debt to equity ratio for 

these firms is 45%. 



• Baklak Stores has 100 million shares trading at 24 Malaysian Rupees per share and debt of 600 million. 

• The riskfree rate in Thai Baht is 9% and that tax rate for all firms is 40%. 

• Baklak is not rated, but it does have recent borrowing in its books and the interest rate on the debt is 11%. 

a. The Thai stock index is trading at 800, the dividend yield on the index is 5% and the expected growth 

rate in perpetuity in dividends is 10%. Estimate the implied equity risk premium on the Thai index. 

(2 points) 

b. Estimate the cost of equity for Baklak Stores. (3 points) 

c. Estimate the cost of capital for Baklak Stores in Thai Baht. (1 point) 

 

2. You have been asked to estimate the expected free cash flow to the firm next year of Lymon Enterprises, 

a beverage company. The firm has reported the following: 

• The earnings before interest and taxes in the most recent year amounted to $ 150 million. The tax rate of 

the firm is 40%. 

• The firm had operating lease payments of $ 50 million in the most recent year, and has commitments to 

make similar payments each year for the next 10 years. The pre-tax cost of debt for the firm is 8%. 

The book value of equity is $ 400 million and the book value of debt (not including operating leases) is $ 

100 million. 

• The expected growth rate in the earnings before interest and taxes next year is 10% and the return on 

capital will remain unchanged from this year’s level. 

a. Estimate the adjusted (for operating leases) return on capital for the firm. (2 points) 

b. Estimate the expected free cash flow to the firm next year. 

 

3. You have been asked to estimate the peso cost of equity for Rojas Holdings, a firm that has all of its 

operations in Mexico. You decide that you will compute a dollar cost of equity first and then convert into a 

peso cost of equity. 

• The Mexican government has dollar denominated bonds yielding 8% and peso denominated bonds 

yielding 12%. The treasury bond rate in the United States is 5% and you believe that a mature market 

equity risk premium is 4%. 

• The standard deviation in the Bolsa (the Mexican equity index) is 32% whereas the standard deviation in 

the Mexican government bond is 20%. 

• Your company is in two businesses – chemicals and real estate and derives roughly half its value from 

each. The unlevered beta of chemical companies globally is 1.15 and the unlevered beta of real estate 

is 0.60. 

• You have 100 million shares trading at 20 pesos per share and debt outstanding of 1 billion pesos (in 

market value terms). Your firm faces a 30% marginal tax rate. 

a. Estimate the levered beta for Rojas Holdings. 

 

4. Environ Systems is a firm that specializes in cleaning environmental damage (waste disposal) and 

specialty chemicals. The firm has been traded for only 2 years and gets all of its revenue in the United 

States. You have been asked to estimate a cost of equity for the firm and have collected the following 

information: 



• The average regression beta across waste disposal firms is 1.34 and the average market debt to equity 

ratio for these firms is 12%; the average regression beta for chemical firms is 1.15 and the average market 

debt to equity ratio is 25%. The corporate tax rate is 40%. 

• Environ Systems’ book value of equity of $ 500 million but the market value of equity is $ 2 billion. The 

book (and market) value of debt is $ 500 million. 

a. Estimate the bottom-up levered beta for Environ Systems, assuming that 80% 

of its value comes from chemicals and 20% from environmental clean up. (2 points) 

b. Assume now that Environ Systems decides to borrow an additional $1.5 billion and expand its 

environmental clean up business. Estimate what the beta for Environ Systems will be if it takes this action. 

Example of quizze 

Var.1 

1. You have been asked to assess the implied risk premium on the Timbuktu Stock Exchange (TSE). The 

index is trading at 1050, and the dividend yield is 3%. The current long term bond rate is 6.5%, and the 

expected long term nominal growth rate in the economy is 6%. Estimate the implied risk premium for 

equities. 

____________________________________________________________________________________ 

 

2. You have been provided the following information on CEL Inc, a manufacturer of highend stereo 

systems. 

• In the most recent year, which was a bad one, the company made only $ 40 million in net income. It 

expects next year to be more normal. The book value of equity at the company is $ 1 billion, and the 

average return on equity over the previous 10 years (assumed to be a normal period) was 10%. 

• The company expects to make $ 80 million in new capital expenditures next year. It expects depreciation, 

which was $ 60 million this year, to grow 10% next year. 

• The company had revenues of $ 1.5 billion this year, and it maintained a non-cash working capital 

investment of 10% of revenues. It expects revenues to increase 20% next year and working capital to 

decline to 9.5% of revenues. 

• The firm expects to maintain its existing debt policy (in market value terms). The market value of equity 

is $ 1.5 billion and the book value of equity is 500 million. The debt outstanding (in both book and market 

terms) is $ 500 million. 

Estimate the FCFE next year. 

___________________________________________________________________________________ 

 

3. Cello Inc. is a manufacturer of pianos. It earned an after-tax return on capital of 10% last year and 

expects to maintain this next year. If the current years after-tax operating income is $ 100 million and the 

firm reinvests 50% of this income back, estimate the free cash flow to the firm next year. (After-tax 

Operating Income = [EBIT (1-t)]. 

___________________________________________________________________________________ 

 

4. A. Recently, mutual funds and banks have started funds to do venture capital investing (Eg. Citicorp 

Venture Capital Fund). In what types of firms will these funds have an advantage over traditional venture 

capitalists (who tend to specialize in sectors)? 

o Firms which require a lot of resources 

o Firms where the returns are highest 

o Firms, where information about the firm is easily available to all potential investors, 

and which have good management in place 

o Other: ____________________________________________________________________________ 

 

5. In the last decade real estate investment trusts (REITs) have grown substantially, often at the expense of 

traditional real estate investors, who tended to be localized (in a particular area - eg. New York) or 



specialized (in a particular type of property - eg. malls). Which of the following factors best explains this 

growth? 

o Investors want to diversify into real estate 

o Real estate is more undervalued today, relative to values a decade ago and relative to 

other assets. 

o REITs have tax advantages over individual real estate investors 

o Real estate value is being driven less by localized information and more by broader 

market forces. 

________________________________________________________________________________ 

 

6. You have been asked to estimate the beta for a large South Korean company, with large holdings in steel 

and financial services. A regression of stock returns against the local market index yields a beta of 1.10, but 

the firm is 15% of the index. You have collected the average betas for global companies in each of the 

sectors, as well as the average debt equity ratios in each sector: 

Sector Average Beta Average D/E ratio 

Steel 1.18 30% 

Financial Services 1.14 70% 

(The average tax rate for these firms is 40%) 

In the most recent period, the company you are analyzing earned 70% of its operating income from steel 

and 30% from financial services. The firm also had a debt/equity ratio of 150%, and a tax rate of 30%. 

a. Estimate the beta for the company (3 points) 

b. If the Korean government bond rate in nominal Won is 12%, Korea’s rating is BBB (Country bonds with 

this rating earn a spread of 2% over the U.S. long bond rate) and Korean equities are twice as volatile as 

Korean bonds, estimate the cost of equity for this company.  

_________________________________________________________________________________ 

 

7. You are trying to estimate the expected free cash flow next year for Brown Forman, a leading U.S. wine 

and spirits producer. In 1996, Brown Forman had after-tax operating income [EBIT(1-t)] of $ 235 million; 

it had a book value of equity of $ 730 million and book value of debt of $ 210 million. Assume that you 

expect after-tax operating income to grow 10% in 1997, and no change in the firm’s after-tax return on 

capital. Estimate the free cash flow to the firm in 1997.  

_________________________________________________________________________________ 

 

8.  You want to estimate the country risk premium (over and above the base equity premium) to charge for 

a company listed in Indonesia, and have been supplied with the following information: 

• Indonesia is rated BB by S&P, and the corporate bond spread over the treasury bond rate for BB rated 

bonds is 3.0%. 

• The standard deviation in Indonesian equity prices over the last year has been 84%, while the standard 

deviation in Indonesian government bond prices has been 21%. 

a. Estimate the country risk premium for Indonesia. (1 point) 

b. You are now trying to estimate the cost of equity, in nominal Rupiah, for an Indonesian paper and pulp 

firm. The firm has a beta of 0.75. In addition, it derives 80% of its revenues in US dollars, whereas the 

average Indonesian firm derives only 20% of its revenues in US dollars. Estimate the cost of equity for this 

firm, if the Indonesian Rupiah riskfree rate is 15%, and the risk premium for mature equity markets 

is 5.5%. 

_________________________________________________________________________________ 

 

9. You are trying to estimate the beta for InfoSoft, a firm that produces entertainment software. 

• The stock is currently trading at $ 40 per share, and there are 250 million shares outstanding; the firm has 

no debt outstanding. InfoSoft also has $ 2 billion in cash that it has accumulated over time. 

• The average beta for entertainment software firms is 1.50, and that the average debt/equity ratio of these 

firms is 10%. (You can assume that the cash balances at these firms are negligible and that the marginal tax 

rate is 40% for all firms) 

Estimate InfoSoft's current beta. 



_________________________________________________________________________________ 

 

10. Savoy Inc. is a company based in Indonesia, with substantial interests in the hotel/tourism business and 

in forest products. 

Business Operating Income Unlevered Beta of comparables 

Hotel/Tourism 60% 1.25 

Forest Products 25% 0.80 

Cash 15% 

Savoy also has a debt to equity ratio of 150%. Indonesia has a rating of B-, the default spread for B- rated 

bonds is 3%, and the Indonesian equity index is three times more volatile than the Indonesian long term 

bond. Estimate the cost of equity for this firm in U.S. dollar terms, if the treasury bond rate is 5%. (The tax 

rate for the firm is 30%, and the historical risk premium in the US is 6%)  

_________________________________________________________________________________ 

 

11. Cell Phone Inc. is a cellular firm that reported net income of -$50 million in the most recent financial 

year. The firm had $ 1 billion in debt, on which it reported interest expenses of $ 100 million in the most 

recent financial year. The firm had depreciation of $ 100 million for the year, and capital expenditures were 

200% of depreciation. Assuming that there is no working capital requirement, estimate the free cash flow 

to the firm in the most recent financial year.  

__________________________________________________________________________________ 

 

12. Softcom Inc. is a firm that manufactures entertainment software. The firm reported net income of $ 25 

million for the most recent financial year. It raised no new equity during the course of the year, and the 

book value of equity increased from $ 125 million at the beginning of the year to $ 145 million at the end 

of the year. Based on these fundamentals, estimate the expected growth rate in earnings per share 

for Softcom. 

__________________________________________________________________________________ 

 

Example of exam 

Final test 

Student ____________________________  Signature ________________________ 

Part A: 10 multiple-choice questions. ALL questions should be answered. 
1) Which of the following statements is correct? 

A)  One of the problems with maximising accounting profit as a financial objective is that accounting profit can 

be manipulated 

B)  A target for a minimum level of dividend cover is a target for a minimum dividend payout ratio 

C)  The welfare of employees is a financial objective 

D)  One reason shareholders are interested in earnings per share is that accounting profit takes account of risk 

 

2) Which of the following statements is NOT correct? 

A)  Return on capital employed can be defined as profit before interest and tax divided by the sum of 

shareholders’ 

funds and prior charge capital 
B)  Return on capital employed is the product of net profit margin and net asset turnover 

C)  Dividend yield can be defined as dividend per share divided by the ex dividend share price 

D)  Return on equity can be defined as profit before interest and tax divided by shareholders’ funds 

 

3) On a market value basis, GFV Co is financed 70% by equity and 30% by debt. The company has an after-tax 

cost of debt of 6% and an equity beta of 1, 2. The risk-free rate of return is 4% and the equity risk premium is 5%. 

What is the after-tax weighted average cost of capital of GFV Co? 
A)  5,4% 

B)  7, 2% 

C)  8, 3% 

D)  8,8% 

 

4) Which of the following statements are correct? 



1) Maximising market share is an example of a financial objective 

2) Shareholder wealth maximisation is the primary financial objective for a company listed on a stock exchange 

3) Financial objectives should be quantitative so that their achievement can be measured 

A)  1 and 2 only 

B)  1 and 3 only 

C)  2 and 3 only 

D)  1, 2 and 3 

 

5) A company has 7% loan notes in issue which are redeemable in seven years’ time at a 5% premium to their 

nominal value of $100 per loan note. The before-tax cost of debt of the company is 9% and the after-tax cost of debt 

of the company is 6%. What is the current market value of each loan note? 

A)  $92, 67 

B)  $108, 90 

C)  $89,93 

D)  $103,14 

 

6) Which of the following statements concerning profit are correct? 

1 Accounting profit is not the same as economic profit 

2 Profit takes account of risk 

3 Accounting profit can be manipulated by managers 
A)  1 and 3 only 

B)  1 and 2 only 

C)  2 and 3 only 

D)  1, 2 and 3 

 

7) A company has just paid an ordinary share dividend of 32, 0 cents and is expected to pay a dividend of 33, 6 

cents in one year’s time. The company has a cost of equity of 13%. What is the market price of the company’s 

shares to the nearest cent on an ex dividend basis? 

A $3, 20 

B $4, 41 

C $2, 59 

D $4, 20 

 

8) Time Warner is considering a sale of its publishing division. The division had earnings before 

interest, taxes and depreciation of $ 550 million in the most recent year (depreciation was $ 150 million), 

growing at an estimated 5% a year (You can assume that depreciation grows at the same rate). The return 

on capital in the division is 15%, and the corporate tax rate is 40%. If the cost of capital for the division is 

9%, estimate the following: 

a.)  the value/FCFF multiple based upon fundamentals 

b.)  the value/EBIT multiple based upond fundamentals 

c.)  the value/EBITDA multiple based upon fundamentals 

 

9) Now asssume that you have computed the average Value/EBITDA multiple for other publicly traded 

firms in the sector to be 6. The return on capital at these firms, on average, is 10%, while their cost of 

capital and expected growth are comparable to Time Warner’s publishing division. If you were analyzing 

Time Warner’s publishing division for sale, based upon comparables, which of the following would 

you use: 
a.)  A Value/EBITDA multiple of 6, because that is the average for comparable firms in the 

same business 

b.)  A Value/EBITDA multiple of more than 6 

c.)  A Value/EBITDA multiple less than 6 

 

 

Part B: 3 problems. ALL problems should be attempted to solve. 

You have been asked to value Sonata Inc., a manufacturer of musical keyboards for 

computers. The company has estimated its free cash flows to equity and its cost of equity for the next 4 

years: 



 
The earnings per share are expected to grow 6% a year after year 4, and net capital expenditures are 

expected to decline 50% after year 4. Sonata currently has a beta of 1.5 and no debt or working capital 

needs, but expects its beta to drop to 1 after year 4. The debt ratio will remain at 0%. The T.Bond rate is 

7%. 

a. Estimate the terminal value of equity per share.  

b. Estimate the value per share today.  

 

 

 

Recommendations for students about organization of self-study 

Self-study is organized in order to: 

 

xtending theoretical knowledge; 

 

-sufficiency; 

kills; 

 

 

Self-study, which is not included into a course syllabus, but aimed at extending 

knowledge about the subject, is up to the student’s own initiative. A teacher recommends 

relevant resources for self-study, defines relevant methods for self-study and demonstrates 

students’ past experiences. Tasks for self-study and its content can vary depending on individual 

characteristics of a student. Self-study can be arranged individually or in groups both offline and 

online depending on the objectives, topics and difficulty degree. Assessment of self-study is 

made in the framework of teaching load for seminars or tests. 

 

Special conditions for organization of learning process for students with special needs 

The following types of comprehension of learning information (including e-learning and 

distance learning) can be offered to students with disabilities (by their written request) in 

accordance with their individual psychophysical characteristics: 

1) for persons with vision disorders: a printed text in enlarged font; an electronic document; 

audios (transferring of learning materials into the audio); an individual advising with an 

assistance of a sign language interpreter; individual assignments and advising. 

2) for persons with hearing disorders: a printed text; an electronic document; video 

materials with subtitles; an individual advising with an assistance of a sign language interpreter; 

individual assignments and advising. 

3) for persons with muscle-skeleton disorders: a printed text; an electronic document; 

audios; individual assignments and advising. 



Intended Learning Outcomes (ILO) Delivering 
 

Programme 
ILO(s) 

Course  
ILO(s) 

Teaching and 
Learning Methods for 
delivering ILO(s) 

Indicative Assessment 
Methods of Delivered 
ILO(s) 

 
LO2

 Demonstrate 
deep knowledge and 
critical understanding of 
theories, principles, 
concepts and 
methodologies in 
finance 

 • to have skills 
and know how to 
collect, process and 
analyze the statistical 
data necessary to 
solve the tasks set in 
the field of 
professional activity; 

• be able to 
choose tools for 
processing financial 
and economic data, 
analyze the results of 
calculations and 
justify their choice; 

• be able to 
collect the necessary 
statistical data, 
process it, analyze it 
and provide it in the 
form required for the 
information review 
and / or analytical 
report; 

 Case studies  

 Group tasks 

 Individual/group 

projects 

 Detailed analysis of 

company cost factors 

 Choice of 

determinants of market 

and book value of the 

company 

 Identification of the 

main risks of the company 

 Development of a 

company's cost 

management policy 

 In-class quizzes 

 Cases 

 Exams 

 Presentations 

 The development of a 

cost-based management 

strategy/ VBM 

 The construction of a 

cost-based system and KPI 

SYSTEM 

LO3 Use 
strong analytical skills 
and apply them to solve 
practical problems 

Modeling of 
financial flows of the 
company. 
Forecasting activities, 
choosing the optimal 
capital structure, risk 
assessment of the 
company. Company 
valuation and 
comparative analysis 
with market 
capitalization; 

based on the 
description of 
financial and 
economic processes 
and phenomena, to 
build standard 
theoretical and 
econometric models, 
analyze and interpret 
the results in a 
meaningful way; 

analyze the 
dynamics and trends 
of financial indicators 
taking into account 
the internal and 

 In-class/home 

assignments to solve 

computer  exercises in data 

analysis software: Excel, 

Stata, R or other   

 In-class quizzes 

 Cases 

 Reports 

 Exams 

 Presentations 



external factors 
affecting them, assess 
risks in the economic 
sphere 

    

 

 

 

Special conditions for organization of learning process for students with special needs  
 

The following types of comprehension of learning information (including e-learning and distance 

learning) can be offered to students with disabilities (by their written request) in accordance with their 

individual psychophysical characteristics: 

1. for persons with vision disorders: a printed text in enlarged font; an electronic document; audios 

(transferring of learning materials into the audio); an individual advising with an assistance of a 

sign language interpreter; individual assignments and advising. 

2. for persons with hearing disorders: a printed text; an electronic document; video materials with 

subtitles; an individual advising with an assistance of a sign language interpreter; individual 

assignments and advising. 

3. for persons with muscle-skeleton disorders: a printed text; an electronic document; audios; 

individual assignments and advising. 

 

 


